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BACKGROUND

The Knowledge Economy Forum (KEF) is the most important
annual World Bank conference for the regions of Central and
Eastern Europe, Russia, the Commonwealth of Independent
States and Central Asia (ECA). The conference focuses on
innovation management, international science-business
networks as well as current developments in the target
region. Moreover, the KEF addresses issues of knowledge and
technology transfer, international innovation networks, and
reforms aiming at strengthening the competitiveness of the
region. The KEF is an exclusive event; participants range from
ministers and high-level government officials of national and
re-gional ministries of economics and research to distinguished
representatives of industry, internationally renowned
universities, and research institutions.

The annual multiday conference is jointly hosted by the
World Bank and a partner organization from the respective
host country. For the 2010 Berlin Forum on “Diversification
through Innovation: Prospects for Growth”, the World Bank
worked closely with the Fraunhofer Center for Central and
Eastern Europe (MOEZ). The MOEZ is the strategic partner of
industry, research, and politics for networking and
collaboration with policy makers in Central and Eastern
European growth markets. The institute focuses on
fundamental transformation processes in a globalized world,
such as the development towards a knowledge economy,
global shifts in value creation processes, and the growing need
to pursue sustainable development strategies at regional and
international levels.

The primary objectives of the 9th Knowledge
Economy Forum were:

1. The design and development of policies to improve the
effectiveness and efficiency of national innovation systems
through economic diversification, the modernization of higher
education institutions, and the support of commercialization
of national R&D.

2. Discussions on the potential impact and finetuning of
diversification policies via an exchange of experiences among
international experts, representatives of government entities,
research institutions and business constituencies from ECA
and advanced EU countries.

3. A strengthening of the dialogue and coordination between
clients, donors, and multilateral organizations to improve

the relevance and quality of technical assistance (TA) and
operational support on all initiatives related to promoting
innovation-driven growth.

The KEF IX was organized along two key themes, namely
“Diversification” and “Showcasing the German Enterprise and
Research Sector”.

As ECA countries are striving to devise paths to emerge from
the economic crisis, some have realized their vulnerability in
remaining largely resource-driven economies. There is a
growing need for diversification and an acceptance of
supporting knowledge-driven growth. In this context, the
KEF sought to formulate policy proposals for economic
diversification.

Professors Ricardo Hausmann and Bill Maloney discussed
Diversification Strategies during Plenary Session Il on May 5,
2010. Other high-level discussants of a related “Hard Talk”
panel discussion included the Deputy Prime Minister and
Minister of Science of Serbia, Mr. Bozidar Djelic, and the
Minister of Economy of Armenia, Mr. Nerses Yeritsyan. The
foundation of this session was provided by an overview of the
economic impact of the crisis on the ECA region; in particular,
its effects on innovation and R&D activity at the enterprise
level throughout the region.

As a next step, the Forum explored the case of the German
Mittelstand SME sector, focusing on support policies and
programs that have enabled innovation-driven development



within the context of German unification. In this regard, the

discussion addressed the German research and innovation
system and its ability to effectively link publicly financed
research with the needs of a dynamic private sector.
Distinguished speakers, including the Presidents of the Max
Planck and Fraunhofer Societies and the German Academy of
Science and Engineering, provided an overview of the research
system during Plenary Session VIl on May 6, 2010.

This topic had also been at the core of the previous KEF (VIII),
where the discussion had focused on the reform of public
Research and Development Institutes (RDIs) in ECA countries.

Plenary Session VIl addressed the transition of EU policies
from the Lisbon Agenda to the EU 2020 Strategy, discussing
the future of R&D, higher education, and innovation policies
as enablers for competitiveness. Speakers included Gerard de
Graaf of the European Commission as well as the Minister
of Education and Science of Lithuania, Mr. Gintaras
Steponavieius.

The audience consisted of ministerial expert-level
representatives from various kinds of ministries (primarily
economics, industry and trade; science and technology;
research and education; finance); heads of R&D institutions as
well as incubation support and technology transfer programs;
reform-minded leaders of higher education institutions;
dynamic private sector representatives interested in
influencing the dialogue on the relevance of public research
and innovative skill match; specialists in areas addressed

by the forum; young entrepreneurs and scientists form the
ECA client countries; and representatives of civil society.

The organizers had invited delegations from across the ECA
region to attend KEF IX including participants from Albania,
Armenia, Azerbaijan, Belarus, Bosnia-Herzegovina, Bulgaria,
Croatia, the Czech Republic, Estonia, FYR Macedonia,
Georgia, Hungary, Kazakhstan, Kosovo, Kyrgyz Republic,
Latvia, Lithuania, Moldova, Montenegro, Poland, Romania,

the Russian Federation, Serbia, Slovakia, Slovenia, Tajikistan,

Turkey, Ukraine, Turkmenistan and Uzbekistan.

Presentations have been taken from the website:

www.knowledgeeconomy.com

Photo: Prof. Dr. Hans-J6érg Bullin-
ger, President of the Fraunhofer-

Gesellschaft
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THEME 1: DIVERSIFICATION IN A POST-CRISIS WORLD

Plenary I: Impact of the Crisis on Innovation

This session provided an overview of post-crisis trends in the Europe and Central Asia (ECA) region, exa-
mining their implications for the development of the innovation agenda and R&D investment in the region.
The session was led by World Bank ECA Chief Economist Indermit Gill, who discussed the prospects for
further economic growth in the region and strategies for recovery. He was followed by Paulo Guilherme
Correa, who presented the findings of a regional enterprise survey, which exhibited the effects of the
crisis on the promotion of innovation by the private sector in the region. Ksenia Yudaeva of Sberbank
then shared with the audience a case study on the effects of the crisis on Russian banks and innovation

financing.



THEME 1:

Innovation in a Fiscally Strapped Environment
Indermit Gill, Chief Economist, ECA, World Bank
Igill@eworldbank.org

Indermit Gill outlined the situation of fiscal divergence
(concerning deficits, revenues and expenditures) in the ECA
countries before, during and after the crisis.

Before the crisis, deficits were shrinking and in some countries
even surpluses were recorded. ECA countries experienced
high growth rates and an improving fiscal position due to
good fiscal policies (with the exception of the EU-10 countries,
where the fiscal position deteriorated slightly after their EU
accession).

During the crisis, divergence increased. In Europe, some
countries already recorded huge deficits, whereas some Medi-
terranean countries had only medium-size deficits and some
(especially the oil exporting countries) had almost no deficit.

DIVERSIFICATION

IN A POST-CRISIS WORLD

However, huge increases in debt levels were recorded almost
everywhere. Energy exporting countries employed high fiscal
stimuli (rainfall funds), whereas all other ECA countries had no
or only very small stimulus programs.

For the post-crisis period (2010 to 2015), a further increase

in divergences can be forecast. In comparison to previous
medium-term forecasts, the outlook for growth is much more
subdued after the crisis. All in all, spending needs (on educa-
tion, infrastructure etc.) will stay high, but revenues will not
grow fast. Therefore, fiscal consolidation is urgently needed.
Fiscal reforms need to be geared to individual problems; in the
Western ECA region social systems are very costly, in Eastern
countries energy subsidies are particularly problematic.
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THEME 1: DIVERSIFICATION IN A POST-CRISIS WORLD

Enterprise Financial Crisis Assessment Survey: Impact of Global Economic Crisis on Cor-porate Sector in ECA
Paulo Guilherme Correa, Lead Economist, ECSPF, World Bank
pcorrea@worldbank.org

Paulo Guilherme Correa introduced the results of the Enter- After the crisis, R&D will be important for GDP and export
prise Financial Crisis Assessment Survey (second wave, from growth. Developed countries have already included measures
January to March 2010). to foster R&D and innovations in their “stimulus packages”.
According to the survey’s main findings, firstly, most com- Existing innovation policies should be reformed to raise their
panies maintained their current level of R&D expenditures in impact on firms’ productivity. This can be achieved by

2009 (including the world largest R&D spenders). However, rebalancing priorities of public R&D expenditures (public vs.
expenditures decreased for example in Lithuania, Romania private sector, basic vs. applied research), by cutting costs of
and Bulgaria; countries that had shown very low R&D intensity ~ public research organizations, by promoting the commer-
already before the crisis. Secondly, public support to R&D cialization of R&D (aligning the IPR regime of public private
decreased in the ECA region, which is a sharp contrast to research etc.), and by improving governance regimes.

the OECD region. Thirdly, the growth rate of innovative and
export-oriented companies was positive.
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THEME 1: DIVERSIFICATION IN A POST-CRISIS WORLD

A View from Russia
Ksenia Yudaeva, Director, Center for Macroeconomic Research, SBERBANK, Russia

KVYudaeva@sberbank.ru

Ksenia Yudaeva portrayed the innovation strategies of Russia. Russia needs a diversification strategy, competitive sectors

At the beginning of the economic crisis, Russia experienced and innovation-driven growth. For-eign companies give

a sharp outflow of capital. R&D activity in companies as well major boost for innovation. Drawbacks for the economic

as training programs decreased significantly. In addition, development are low levels of entrepreneurship, the lack of
governmental financial support for start-ups fell. Only 25% management skills, an insufficient use of IPR, an unfriendly
of Russian firms estimated their technological level to be business climate, and the incomplete recovery of the banking
comparable with foreign companies. system.
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THEME 1: DIVERSIFICATION IN A POST-CRISIS WORLD

Plenary II: Diversification Strategies

Building on the analysis of the previous section, the second plenary session proceeded to examine
possible sources of future growth by addressing the potential benefits of economic diversification.
Dr. Hausmann and Dr. Maloney both discussed theories of diversification as an instrument to promote
growth, debated their merits and application to the regional context of ECA, and shared experiences of
other developing and developed countries that have pursued similar strategies. Following this debate,
ministers of selected ECA countries (Serbia and Armenia) presented their experience and the challenges
they are facing in advancing respective policies, including insights to specific projects that each country
is promoting in the field of innovation.
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THEME 1: DIVERSIFICATION

Diversification: Why and How?

IN A POST-CRISIS WORLD

Ricardo Hausmann, Director of the Center for International Development, Harvard University

ricardo_hausmann®@harvard.edu

Ricardo Hausmann explained the importance of (product)
diversification for economic growth.

Generally speaking, rich countries are able to produce virtually
everything — especially products which are complex and re-
quire different capabilities. By contrast, poor countries usually
produce few, already established products which require only
basic capabilities.

Complex products require a lot of very specialized skills which
only rich countries can support (education, high salaries and
very specialized companies). Poor countries, in turn, find it

hard to develop these specialized capabilities. Nevertheless,
without complex products, revenue streams are not sufficient
to support education and to develop the needed capabilities.
Without these skills/capabilities, again, there are no high
paying products.

One solution to this dilemma is to find related products which
require similar capabilities. Step by step diversification should
expand existing capabilities and result in new export products.
Conclusively, diversification leads to innovation which,
ultimately, leads to economic growth.
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THEME 1:

Diversification, Innovation and Growth

DIVERSIFICATION

IN A POST-CRISIS WORLD

William F. Maloney, Lead Economist, Development Research Group, World Bank

Wmaloney@worldbank.org

William Maloney argued that an economy, in order to grow,
needs skilled workers, strong entrepreneurship, and a
diversified product portfolio. According to him, three
strategies for diversification, innovation and growth can be
distinguished: firstly, from diversification to income (a
diversified portfolio works as a damper to sector-specific trade
shocks); secondly, from income to diversification
(demand-driven), thirdly, comovement of diversification and
income (new products embody TFP growth).

At the same time, according to Maloney, countries should
continue doing things that they already do better than others.

In general, rich countries produce high-risk products (possible
high return), whereas poor countries generally offer low-risk
products (low return). For the latter, it is hard to move to high-
risk products. These countries need tools in order to reach this
aim (e.g. innovative products and R&D).

Since innovation and R&D are highly correlated with the
capital intensity/wealth of an economy, tools such as manage-
ment/guidance, organization and support for R&D determine
the economic performance of a country.
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THEME 1: DIVERSIFICATION IN A POST-CRISIS WORLD

Panel Discussion

Moderated by Indermit Gill, Chief Economist, ECA,
World Bank
Igilleworldbank.org

Bozidar Djelic, Deputy Prime Minister and Minister
of Science and Technological Development, Serbia
kabinet.potpredsednika@gov.rs

Bozidar Djelic found that the successful development of a
country is strongly influenced by soft factors such as ideology
(determines market structure, e.g. South Korea’s path to a
free-market economy), openness (determines R&D, e.g. gene
technology, renewable or atomic energy), culture (gender
equality, women in R&D, education), and resilience (many
failures before success), and by whether a country belongs to
the elite of producers (Switzerland).

According to Bozidar Djelic, successful development depends
on finding ways to recruit skilled workers and to support

"

entrepreneurs, and turning “brain drain” into “brain gain
and on not being afraid of failures.

Nerses Yeritsyan, Minister of Economy, Armenia
nyeritsyan@mineconomy.am

Nerses Yeritsyan emphasized the importance of long-term
development strategies and tolerance towards failures of new
ideas and towards possible capital investment failures. With
regard to Armenia, he identified a lack of support measures
for SMEs and of entrepreneurial spirit.

According to Yeritsyan, a development strategy should focus
on identifying and supporting key entrepreneurs, of having
patience on the path to success, on supporting companies to
find an individual niche (not copying others) and on creating
the necessary infrastructure for companies.
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THEME 2: POLICY AND PROGRAMS OF INNOVATION AND COMMERCIALIZATION

Plenary Ill: Supporting Innovative SMEs

Innovation and technology absorption in SMEs constitute an important channel of growth for Germany.
To an equal extent, they are a critical channel for ECA’'s post-crisis growth. Thus, selecting the right
policies and instruments for public support of innovation and absorption is crucial for the economic
development of ECA countries.

This session focused on public support programs in East Germany, and especially in Saxony with a view to
drawing lessons for ECA. The Neue Lander (new German federal states) and the countries of the ECA
region alike are confronted with the post-transition challenges of establishing an innovation-friendly
investment climate and new institutions. In Germany, specific government support programs have been
developed to strengthen the innovativeness of SMEs under the particular circumstances prevalent in East
Germany. The session outlined such support programs of different political levels, and their impact on the
innovativeness of SMEs, aiming at identifying potential lessons from the support programs in East
Germany for ECA countries.
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Post-Transition Technology Absorption — What Can ECA Learn from Germany?
Itzhak Goldberg, Former Advisor, ECSPF, World Bank
Igoldberg@worldbank.org

ltzhak Goldberg drew lessons from Eastern Germany’s economy. Therefore, in order to prepare a fertile ground for
transition towards an innovation economy. innovative SMEs, restructuring is needed and should result
According to Goldberg, innovation in a transition country can in a “clean plate”. The old conglomerates should not hinder
take two forms; absorbing (solu-tions new to the country) innovation.

or inventing (solutions new to the world). Most SMEs in ltzhak Goldberg suggested focusing on absorption and
developing countries follow the first path, which often encouraging it through the promotion of new production
requires significant R&D efforts for reverse engineering processes and machinery. This requires new skills from the
(e.g. pharmaceuticals). However, transition countries are labor force and, ultimately, leads to higher productivity as well
different from other developing countries in having a highly as an increase in innovative capacity.

industrialized yet often outdated and in huge parts obsolete
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Entrepreneurial Regions — the BMBF Innovation Initiative for the New German Lander
Engelbert Beyer, Head, Directorate for Innovation Strategies,

Federal Ministry of Education and Research (BMBF), Germany
Engelbert.Beyer@bmbf.bund.de

Engelbert Beyer introduced the program “Entrepreneurial “Entrepreneurial Regions” includes a toolbox tailored towards
Regions” as part of the German High-Tech Strategy. the regional peculiarities of the New Lander. Over the course
With the High-Tech Strategy, the German government has, for  of the past two decades, East Germany’s research landscape
the first time, formulated a national strategy for innovation has become competitive. Moving forward, one of the most
policy. Clusters and the combination of competencies important aspects will be a greater degree of flexibility in
constitute one of the Strategy’s focal points. The program terms of research initiatives.
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Experiences with the Innovation Assistant Program 1995 - 2008
Peter Nothnagel, Head of Division, Saxon State Ministry for Economic Affairs; Labour and Trans-port, Germany

peter.nothnagel@smwa.sachsen.de

Peter Nothnagel introduced the “Innovation Assistant
Program”.
Compared with the diversification of its industry, Saxony

exhibits a low degree of researchers in commercial companies.

To increase the number of researchers and to support SMEs in

developing their own research capacity, the program
subsidizes the employment of recent graduates. Success
factors of the program are a company-centered information
program, clearly defined goals, a well working program
administration and evaluation.
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Financial Instruments in Support of Innovation
Rainer Staudt, Head of Unit, Regional Development Bank of Saxony (SAB)
janine.lamprecht@sab.sachsen.de

Rainer Staudt introduced the work of the SAB (Development European Social Fund. It offers direct consultancy services for
Bank of Saxony, Sachsische Auf-baubank). SMEs, gives grants, arranges public loans and guarantees, and
The SAB is active in the areas of environment and agriculture, it provides access to (public) venture capital.

infrastructure and urban development, housing support,
business and technology promotion, as well as with the
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Financing Innovation
Roland Siller, First Vice President for ECA, KfW Development Bank

Roland Siller introduced the KfW Development Bank as a supporting high-tech and innovation-based as well as
public institution for the financial support of SMEs and as traditional companies.
financier of innovations. The KfW has a broad scope,
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Discussant: Prof. Dr. Thorsten Posselt, Director,
Fraunhofer Center for Central and Eastern Europe (MOEZ)

Dr. Posselt presented several key insights of an evaluation of design, monitoring and evaluation are of high importance.
innovation support programs. According to Posselt, support Program concepts and ideas have to be adapted to local
programs have to be embedded in the respective national circumstances. Since the capacity of human resources is
innovation system in order to ensure their consistency. Their limited, their development should be part of any program.
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Creating Sustainable Businesses in the Knowledge Economy
Tim Kelly, Lead ICT Policy Specialist InfoDev, World Bank
tkelly@worldbank.org

Tim Kelly introduced the InfoDev program and the World Bank  providing technical support and grants in establishing the
implementation of the business incubator concept. According necessary ecosystems. Currently, a new US$20M project

to Kelly, the three Baltic States and Poland are making great including three Eastern European countries is being initiated.
progress in these areas. The role of the World Bank includes
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Plenary IV: Commercialization of Public R&D

The number of spinoff companies and technologies that have been patented and subsequently licensed as
a result of public R&D in ECA is still very low by international standards. Similarly, the private sector
allocates very little of its own R&D funding to research undertaken by public universities or research ins-
titutes in the region. By fostering the commercialization of public research, governments would increase
the impact of innovation on economic growth.

This plenary session discussed strategies fostering the commercialization of public research in ECA. Do
ECA countries need a Bayh-Dole Act type of legislation? Why are technology transfer offices still rare in
the region? Are countries over-investing in science parks? What is the role that venture capital should
play? These were some of the questions addressed in the session.
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Enabling Intellectual Property Regimes
Mario Cervantes, Senior Economist Science and Technology Policy Division, OECD
Mario.Cervantes@oecd.org

Mario Cervantes introduced the U.S. Bayh-Dole Act (University  In the beginning, there were fears that academic patenting
and Small Business Patent Procedures Act) and its concept of would lead to an erosion of basic research; however, most

academic patenting. patents are issued in fundamental research very early in the
The Bayh-Dole Act gives research institutions the right to development process. Overall, only very few patents generate
patent and to commercially use the results of publicly funded meaningful revenue streams. The most important measures
research projects. The motivation for this act was to increase of success are the number of patents granted and the

the accountability of publicly financed research and the accompanying revenue streams.

commercial use of research results.
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High-Tech Griinderfonds — Seed Investor in High-Tech Start-Ups: Success Factors of a Public-Private Partnership
Alexander Von Frankenberg, CEO, High-Tech Griinderfonds
a.frankenberg@high-tech-gruenderfonds.de

Alexander von Frankenberg introduced the German High-Tech  bodies and, as a result of this, the ability to use private sector

Griunderfonds, a public-private venture capital funds aimed incentive schemes. The inclusion of private capital, however
at the earliest stage of innovative companies, the so-called small compared to the public holdings, secured access to a
“seed” stage. highly qualified network of companies and managers in the
The main idea for the inception of the fund was to foster high-tech research-intensive sector.

venture capital markets in Germany. Strategic success factors
included complete independence from the public sector
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Current Status and Future Prospects of Technology Transfer at the Croatian Ruder Boskovi¢ Institute
Danica Ramljak, Director General, Rudjer Boskovic Institute, Croatia

Danica.Ramljak@irb.hr

Danica Ramljak introduced the Rudjer Boskovic Institute, Rudjer's researchers. Furthermore, the institute supports
the preeminent Croatian research institution, and its newly IPR awareness among its researchers and supports resulting
founded transfer company Rudjer Innovations Ltd. Rudjer commercialization projects and spin-offs.

Innovations Ltd. was founded in 2007. Its main aim is the
commercial exploitation of discoveries and inventions from
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Plenary V: Skills (Not Just Diplomas) Are Needed in an Innovative Economy:
Young Voices Perspective — From Theory to Reality

How are ECA's education systems responding to the demands of the knowledge economy? Are graduates
in ECA prepared to engage in the innovation practices that can ultimately ensure the region’s
competitiveness?

In this session, the regional flagship study on skills was presented by the authors, and a “talk-show”
discussion involving students from across the region brought a new focus to the analytics of the study.
Through the discussion, the panel of students provided a fresh “reality check” based on their own
experiences in their school-to-work transition. During a lively discussion, the audience had the opportu-
nity to ask questions to the study authors or any of the members of the youth panel.
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Presentation of the Forthcoming World Bank Regional Report on Skills
Lars Sondergaard, Senior Economist, Human Development Department (ECSHD), World Bank
Isondergaard@worldbank.org

Mamta Murthi, Education Sector Manager, ECSHD, World Bank
Mmurthi@worldbank.org

Mamta Murthi and Lars Sondergaard presented first results of ~ According to Sondergaard, countries need to “turn the lights
the forthcoming “World Bank Report on Skills” (published in on”; implementing quality assurance mechanisms on

the late summer of 2010). international models and increasing the accountability for
The authors pointed out that economic welfare depends more  results will make it possible to use financing as an instrument
and more on innovation, which, in turn, depends on complex for enhancing the quality of education systems. Thus, the

and "applicable skills” like the interactive usage of tools and steering process involves a balancing act among three

the ability to work autonomously as well as in heterogeneous instruments: financing, accountability and autonomy
groups. However, old education sys-tems are made for the concerning the application of funds. Focusing on excellence
needs of the “old economy”, thus not teaching the “right before reaching a certain quality level in general, however,
skills”. So what can countries do to improve education? would be unhealthy.
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Young Voices Perspective — From Theory to Reality

Moderated by Alberto Rodriguez, Country Sector Coordinator,
Central Europe and the Baltic Countries, ECSHD, World Bank
arodriguez@worldbank.org

The “young voices” Marina Sheryaeva, Mihajlo Babin, “young voices”, the teaching personal is one of the main
Guglielmo Briscese and Victor Valkov gave a very personal problems: With teachers unmotivated to teach (with poor
view on the education systems they experienced, with special didactical skills), very much specialized and unwilling to join
regard to their school-to-work transition. Their complaints further education, students are not prepared for the needs of
“proved” what Murthi and Sondergaard had already stated: the labor market. Additionally, experience of bribable teaching
In many cases, education systems do not meet the needs of staff has discouraged many students because money seems to
a modern economy, teaching the “wrong” skills or at least be more important than real achievements.

failing to impart applicable knowledge. According to the
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Plenary VI: From Lisbon to Europe 2020 -
Higher Education and Research as Drivers of Competitiveness

The EU recently launched its revamped competitiveness strategy, Europe 2020. The lead coordinator of
the Europe 2020 Strategy team joined the KEF IX to discuss what the transition from the former Lisbon
Agenda to the new Europe 2020 Strategy means in the European context, especially with regard to
restoring the Union’s economic vitality and improving its global competitiveness. The plenary stimulated
a timely discussion on what this may imply on a country policy level, including a discussion of the
associated output-oriented country-level targets that had to be agreed on during the June 2010 European
Council meeting. The session also facilitated a discussion on key reform areas contributing to the Strategy’s
European-level objectives, specifically on employment and skills, as well as on research and development
and innovation. The experiences of two new EU member states were highlighted in this context, i.e.
Lithuania and Poland.
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From the Lisbon Agenda to EU 2020
Gerrit Gerard de Graaf, Head of Unit for Coordination of the Europe 2020 Strategy,
European Commission Secretariat-General

gerrit.de-graaf@ec.europe.eu

Gerrit de Graaf gave a brief introduction to the “Europe De Graaf outlined three measures in order to overcome the
2020" Strategy, its central targets and the current lacking implementation process of the Lisbon Strategy,
circumstances under which the strategy was developed i.e. clear targets, development of flagships, and enhanced

(i.e. the economic crisis and three lessons learned with regard monitoring and evaluation of the progress.
to existing patterns in politics and economics). In conclusion,
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Higher Education Reform in the Context of Economic Crisis: The Case of Lithuania
Gintaras Steponavicius, Minister of Education and Science, Lithuania
Ministras@smm.lIt

Mr. Steponavicius presented the recent structural reforms in context, among other measures, higher degrees of autonomy
the higher education and science sectors of Lithuania, were conceded to higher education institutions, and student
which aim at raising both the number of graduates and their vouchers for financial support of the best students were
qualification in terms of developing competencies introduced.

corresponding to the needs of the labor market. In this
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Operationalizing the EU’s Competitiveness Agenda: Case Study Poland
Nina Arnhold, Senior Education Specialist, ECSHD, World Bank
narnhold@worldbank.org

Natasha Kapil, Private Sector Development Specialist, ECSPF, World Bank
nkapil@worldbank.org

Nina Arnhold and Natasha Kapil gave a short insight into the foreign partners might support the import of technologies into

tertiary education system and the innovative capacities of Poland; measures stimulating business R&D such as tax breaks
Poland. In the first part of their presentation, they illustrated or matching grants).

the challenges concerning the adaptation of the Polish The questions and answers concentrated on reform experi-
education system arising from changing demands for skills ences from Lithuania (e.g. statutory vs. competitive funding
on the labor market (i.e. tendency for general up-skilling). of R&D institutions and student vouchers) and researchers’
Moreover, the speakers commented on the weak innovative and students’ mobility between the EU member states and
performance of the Polish economy and outlined possible neighboring countries such as Turkey (e.g. visa problems, blue
approaches to improve specific areas (e.g. co-patenting with card system).
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Plenary VII: Overview of the German Research System

Universities, industry research and non-university public research represent the three main pillars of the
German research system. Particular attention is paid to the development and commercialization of
innovation. The German government transfers innovations through specific channels. Acatech, the
German Academy of Science and Engineering, is one example of supporting knowledge transfer between
science and industry. The non-university research pillar is composed of four big research institutes; among
these, the Max-Planck-Gesellschaft conducts fundamental research, while the Fraunhofer-Gesellschaft
focuses on applied research. Linking research and industry at an early stage is of great importance to in-
novation success.
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Universities and Research Organizations in Germany - An Overview
Reinhard F. J. Hiittl, President, German Academy of Science and Engineering

Prof. Dr. Dr. Reinhard Huttl gave a brief overview on the average and despite constant increases in R&D intensity,
German landscape of universities and research institutions, German R&D expenditures still exhibit a considerable gap
describing the function of central actors and providing compared to internationally leading countries like Sweden,
information on the financial structures of the system. In this Japan or the U.S.

context, he illustrated that, despite ranging above OECD
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Fraunhofer Within the German Research System
Hans-Jorg Bullinger, President, Fraunhofer Gesellschaft

Prof. Dr. Hans-JOrg Bullinger raised one essential question that
all countries with an explicit research orientation have to face:
How can financial resources be effectively transferred into
knowledge and, vice versa, how can knowledge be transferred
into new and marketable products and processes? With

regard to this question, Prof. Dr. Hans-J6rg Bullinger
emphasized the role of applied research institutions and the
relevance of an effective collaboration between research
and industry partners.
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How Basic Research Generates Innovation
Peter Gruss, President, Max Planck Gesellschaft

Prof. Dr. Peter Gruss expanded on this issue by picking up the
concept of the knowledge cycle which aims at the integration
of knowledge creation, knowledge utilization and the transfer

of knowledge. He emphasized the long-term role of basic
research within the innovation process.
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Honorary Speaker: Ernst Burgbacher, State Secretary, Federal Ministry of Economics and Technology (BMWi)

Mr. Burgbacher emphasized that public support for innovation  in cases of market failure. The measures of economic policy
and entrepreneurship should focus on creating appropriate should be designed in a way that keeps them from hampering
framework conditions. He focused on education, public the allocative mechanisms of the market.

research institutions, regulations and a reliable IPR system.

According to Burgbacher, state support should be used only

Plenary VIII: From Innovative Ideas to Successful Mittelstand Companies

Internationally competitive companies are the key element of a dynamic and sustainably growing
economy. But what are the main characteristics of these companies? How do they succeed on the global
market? And how do they evolve from innovative start-ups to successful companies? This plenary,
addressed these questions, discussing what kind of political environment and support schemes are most
favorable to promoting innovative companies.

In Germany, the so-called “Mittelstand” represents a unique success story of companies. Mr. Kirchhoff,
CEO of a very successful “Mittelstand” company and member/chairman of many in-ternational advisory
groups dealing with SMEs issues, shared his experience. He explained key elements and characteristics
that have enabled his company to succeed on the global market. Thereafter, Mr. Lindner, chairman of the
German Committee on Eastern European Economic Relations, focused on the importance of linking
education, research and corporate practices in order to turn innovative ideas into successful products.
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Sharing Experience of Mittelstand Companies
Arndt Kirchhoff, CEO, Kirchhoff Group
K.Rinscheid@kirchhoff-gruppe.de

Arndt Kirchhoff stated that processes of both value creation
and innovation are performed within networks. He concluded
that clusters (consisting of companies, universities and political
decision makers) play an important role in the economic
development of a companies and regions/countries. Kirchhoff

stated that it could be helpful for Central and Eastern Europe
(CEE) countries to attract relatively big companies, since

they are key to necessary suppliers that might follow the big
companies.
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Economic Ties between Germany and Central and Eastern Europe: Basis for Innovative SMEs
Prof. Dr. Rainer Lindner, CEO, Committee on Eastern European Economic Relations, Germany
rlindner@bdi.eu

Rainer Lindner stated that the Central and Eastern European
countries constitute important export destinations for

German companies (in 2009, CEE accounted for 16% of
German foreign trade). Focusing on Russia, Lindner referred

to the Russian government’s modernization strategy. One
outcome of this strategy is the INNOGRAD project. INNOGRAD

is a technology park that is going to be established near
Moscow. According to Lindner, the top-down approach of
the project could hamper the development of this technology
park. However, since the management of INNOGRAD is
performed by businessmen instead of civil servants, this
problem might be overcome.
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Plenary IX: Climate Change and Innovation

Meeting climate change and development goals requires a significant stepping-up of international efforts
to diffuse existing technologies and develop new ones. Public and private investment — now in the tens of
billions of dollars per year — needs to be steeply ramped up to several hundreds of billions of dollars
annually.

This panel examined pressing innovation and technology diffusion needs in ECA for climate change
mitigation and adaptation. The rapidly growing role of climate change innovation in global competitiven-
ess and possible entry points for ECA countries in this market were discussed.

249



Accelerating Diffusion and Innovation of Climate Change Systems

Jean Louis Racine, Private Sector Development Specialist, ECSPF, World Bank

jracine1@worldbank.org

Mr. Racine’s presentation concentrated on climate-smart
innovation. He stated that this kind of innovation could help
to mitigate and adapt to the impacts of climate change.
Racine gave three reasons why ECA countries should focus
on climate-smart innovation: First, adaption relies on local
innovation. Second, win-win opportunities can be seized.
Third, ECA countries should avoid being the last in the game.
Regarding the stimulation of climate-smart innovation in ECA,
Racine suggested two main measures: the implementation of

regulations and mandatory performance standards as well as
price signals. However, according to Racine, regulations and
price signals alone cannot solve the market and system failures
associated with innovation. It is also necessary to improve

the business environment, to facilitate climate-smart FDI and
create conditions for local production of climate-smart techno-
logies, and to introduce climate-smart innovation policies.
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The Energy Opportunity

Florian Weig, Principal, Munich office and leader of the Europe, Middle East, and Africa,
High-Tech Practice, McKinsey & Company

Florian_Weig@MCKINSEY.COM

Dr. Florian Weig stated that the share of sectors for which essential preconditions to realize the market potential.
energy plays a key role was particularly high in Eastern Weig identified three advantages for clean-tech in the ECA
European countries. According to Weig, clean-tech solutions region: First of all, the high energy dependency of ECA

(e.g. mobility, buildings, industrial high-tech, IT and IT services,  industries makes them the perfect breeding and testing
energy) could develop a global market potential of €2 trillion ground for many clean-tech applications. Secondly, the strong
by 2020. The main drivers for growth in clean-tech industries R&D and engineering culture provides a strong innovation

are increasing energy costs, a concentration in the delivery base. Thirdly, established partnerships in many clean-tech

of oil and gas as well as regulations for climate protection. industries allow quick access to know-how.

A radical customer orientation and new business models are
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Innovative Financing for EE and RES Projects
Nenand Pavlovic, Deputy Managing Director, South Eastern Europe Consultants
nenad.pavlovic@seec-bg.com

Mr. Pavlovic focused his presentation on the experience of the
Western Balkans and Uzbekistan. In this context, he stated
that the major framework conditions (e.g. energy policy and

strategy, energy carrier prices, privatization, service market, EE
product market) are better developed in the Western Balkans
countries than in Uzbekistan.
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Growth Opportunities in the Cleantech Industry
Nikolai Dobrott, Managing Partner, Apricum - The Cleantech Advisory

Nikolai Dobrott stated that the global primary energy demand
was projected to grow by 34% between 2010 and 2030.
Globally, the deployment of renewable energy has signifi-
cantly grown over the past years. According to Dobrott, the
promotion of clean technologies represents a highly attractive
opportunity to meet future energy challenges. In this context,
the advantages of clean technology include lower dependency
on fossil fuels, energy security through a diversified energy
mix, decentralized energy supply and cost-effective opportuni-
ties for rural electrification, highly reduced CO, emissions, and

the creation of a local growth industry with qualified jobs.
With regard to Germany, Nikolai Dobrott found that
renewable energies had become a significant industry with
more than 290,000 jobs (in 2009). He also referred to the
Eastern German “Solar Valley” as an example for successful
cluster development. According to Dobrott, the development
of self-sustaining clean-tech clusters should follow a three-way
approach focusing on domestic demand, local manufacturing
as well as R&D.
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Promoting the Energy Agenda
Eicke Weber, Director, Fraunhofer Institute for Solar Energy Systems (ISE)
eicke.weber@ise.fraunhofer.de

Prof. Dr. Eicke Weber introduced the work of the Fraunhofer transport and production, rapid development of all renewable
Institute for Solar Energy Systems (ISE) and the Fraunhofer energies towards a 100% renewable energy future and the
Energy Alliance. In his opinion, the transformation into a green  expansion of the electricity grid for long-distance transport
energy future requires increased energy efficiency in buildings,  and interested consumers.
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